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Fiscal Implications:  N/A. 1 

Department Testimony:  The Department of Health (DOH) takes no position on the mertis of 2 

SB3095, but recommends an amendment to repeal section 328-106 “Pharmacy benefit manager; 3 

maximum allowable cost” which has proven impractical to enforce and will create 4 

inconsistencies if SB3095 is enacted.  5 

Thank you for the opportunity to testify. 6 
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700 Bishop Street, Suite 1701  Office: (808) 531-4000 
Honolulu, HI 96813   Fax: (808) 380-3580 
  info@civilbeatlawcenter.org 
 
Senate Committee on Commerce, Consumer Protection, and Health 
Honorab le Rosalyn H. Baker, Chair 
Honorable Stanley Chang, Vice Chair 

 
RE: Testimony Commenting on  S.B. 3095, 

Relating to Pharmacy Benefit Managers  
Hearing:  February 19, 2020 at 9:00 a.m. 

 
Dear Chair and Members of the Committee: 
 
My name is Brian Black.  I am the Executive Director of the Civil Beat Law Center for 
the Public Interest, a nonprofit organization whose primary mission concerns solutions 
that promote government transparency.  Thank you for the oppo rtunit y to submit 
comments on S.B. 3095. 
 
This bill, among other things, requires certain quarterly reports to the Insurance 
Commissioner.  Proposed ¤ 431S-B.  The confidentiality provision for those reports need 
simply state that the report  shall be kept confidenti al pursuant to section 92F-13(4).  
The cross-reference to the confidentiality provision at HRS ¤  431:2-209(e)(3) is 
unnecessary.  And, contrary to the language of the bill, a state statute cannot exempt 
government records from the federal Freedom of Inform ation Act.  
 
Consistent with the concerns raised in the preamble to S.B. 3095 about the lack of 
general transparency in this industry, the Law Center also requests that the Committee 
consider requiring the Insurance Commissioner to publish a transparency report 
with aggregated information  about the entire industry .  An aggregated industry 
report can protect the confidential business information of individual pharmacy benefit 
managers while better educating the people of Hawai`i about these issues. 
 
Thank you again for the opportunity to provide comments on S.B. 3095. 
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Comments:  

KKV is in support of SB3095. The 340b program was designed to provide a mechanism 
for those health entities that are staturatorily mandated to serve a low income and 
uninsured population with low cost pharmaceuticals. It was NOT designed to reward 
gaming by PBMS to undermine thier ability to do so. THis bill will allow the program to 
function as it was intended. 
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Testimony to the Senate Committee on 
Commerce, Consumer Protection and Health 

Tuesday, February 19, 2020; 9:00 AM 
State Capitol, Conference Room 229 

 

RE: SENATE NO. 3095, RELATING TO PHARMACY BENEFIT MANAGERS. 
 
 

Chair Baker and Members of the Committee: 
 

The Waianae Coast Comprehensive Health Center (WCCHC) is a 501(c)(3) organization and a 
federally qualified health center (FQHC) established to provide comprehensive primary care, specialty 
care, emergency care, other health and wellness services to the residents of the Waianae Coast and 
West Oahu.  WCCHC SUPPORTS Senate Bill No. 3095, RELATING TO PHARMACY BENEFIT MANAGERS, 
and offers PROPOSED AMENDMENTS for your consideration. 

 
The bill, as received by your Committee, would: 

 
(1) Establish a class of eligible community health care providers as “340B covered entity”; 

 
(2) Add ten new definitions to be appropriately inserted to Section 431S-1, Hawaii Revised 

Statutes; 
 
(3) Amend the definition of “pharmacy benefit manager;” 

 
(4) Amend the duties of pharmacy benefit managers (PBMs); 

 
(5) Establish business practices and transparency reporting requirements for PBMs; 

 
(6) Establish 340B program integrity requirements; and  

 
(7) Increase penalties for violations of the PBM law. 
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By way of background, WCCHC’s mission is to provide accessible and affordable medical and 
traditional healing services with aloha, to offer health career training to ensure a better future for our 
communities, and to use leading edge technology to deliver the highest quality health care services.  
WCCHC provides desperately needed health care services at the frontlines in rural and underserved 
communities. 

 
The federal 340B Drug Pricing Program (the “Program”) provides eligible health care providers, 

such as WCCHC, the ability to purchase outpatient drugs for patients at significantly reduced costs.  By 
purchasing medications at a much lower cost, WCCHC is able to pass the savings on to its patients 
through reduced drug prices and the expansion of access and service to underserved populations. The 
discounts provided in the Program are financed by the drug manufacturers, not the government. 

In recent years, a growing number of outside organizations called PBMs have determined how to 
access the 340B savings intended to accrue to the benefit of “340B covered entities” such as 
community health centers, children’s hospitals, hemophilia treatment centers, critical access hospitals 
(CAHs), sole community hospitals (SCHs), rural referral centers (RRCs) and public and nonprofit 
disproportionate share hospitals (DSHs).   Among other things, PBMs have structured their contracts 
with 340B covered entities to retain part or all of the 340B savings. 

 
The practices of PBMs have had an enormous impact on limited State resources as well.  In late 

2018, the Ohio State Department of Medicaid required its five managed care plans to terminate 
contracts with PBMs after the State Auditor found that PBMs had been skimming hundreds of millions 
of dollars from the Ohio Medicaid Program through previously-hidden spread pricing tactics. 

 
WCCHC notes that many of the concepts in this bill mirror laws in other states which have 

specifically included statutory protections for the 340B Program.  These states include Oregon, 
Montana, and South Dakota. 

 
Because of this, WCCHC strongly supports all legislative efforts to increase the transparency 

of the business practices of PBMs, and to protect and preserve the benefits the federal 340B 
Program, including Senate Bill No. 3095. 

 
To further strengthen these protections, we recommend that the bill be amended as follows:  
 
(1) Consistently use the term “340B covered entity” as defined on Page 4, lines 17 and 

18, by inserting the word “340B” in front of all references of a 340B covered entity or its contract pharmacy 
as “covered entity” starting from Page 4, line 19, and ending with Page 12, line 21, such that together 
they are referred to as “340B covered entity.” 

 
(2) Delete paragraph (b) (2) on Page 12, line 11 to line 13, in its entirety and replace it with the following 

paragraph (b) (2): 
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(3) To amend the definition of “Covered Entity” on Page 6, lines 18 through Page 7, line 17 

as follows: 

(4)  On page 4, lines 17 and 18, and page 7, lines 13 and 14, the bill refers to section 2556(a)(4) 
of title 42 of the United States Code.  We believe the appropriate reference is section 256(a)(4) of title 
42 of the United States code. 

Thank you for the opportunity to testify.  Should you have any questions, please do not hesitate to contact 
James Z. Chen, Chief Financial Officer, at 808-697-3457, or jchen@wcchc.com.

(2) Not subject to disclosure under chapter 92F; 
provided that the Insurance Commissioner may publicly 
release aggregated or deidentified information from such 
reports that does not allow identification of any 
individual pharmacy benefit manager and would not cause 
competitive harm to the pharmacy benefit manager who 
submitted it. 
  

 ““Covered entity” means: 
 
(1) A health benefits plan regulated under chapter 87A; 

health insurer regulated under article lOA of 
chapter 431; mutual benefit society regulated under 
article 1 of chapter 432; or health maintenance 
organization regulated under chapter 432D; provided 
that a “covered entity” under this paragraph shall 
not include a health maintenance organization 
regulated under chapter 432D that owns or manages 
its own pharmacies; 

(2) A health program administered by the State in the 
capacity of a provider of health coverage; or 

(3) An employer, labor union, or other group of persons 
organized in the State that provides health 
coverage to covered persons employed or residing in 
the State [.] ; and 

(4)  The same as it means in section 2566 (a) (4) of 
title 42 of the United States Code. 
“Covered entity” shall not include any employer who 
manages a self-insured plan for their employees or any 
plans issued for covered for federal employees or 
specified disease or limited benefit health insurance as 
provided by section 431:10A 607.”  
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State Capitol, Conference Room 229 

 

RE: SENATE BILL NO. 3095, RELATING TO PHARMACY BENEFIT MANAGERS. 
 
 

Chair Baker and Committee Members S. Chang, Ruderman, English, Fevella, Nishihara, Thielen: 
 

The West Hawaii Community Health Center is a 501(c)(3) organization and a federally qualified 
health center (FQHC) established to provide comprehensive primary care that seeks to improve the 
health and wellness of our West Hawaii community. West Hawaii Community Health Center (WHCHC) 
SUPPORTS Senate Bill No. 3095, RELATING TO PHARMACY BENEFIT MANAGERS, and offers 
PROPOSED AMENDMENTS for your consideration. 

 
The bill, as received by your Committee, would: 

 
(1) Establish a class of eligible community health care providers as � 3̂40B covered entity�_ 

and add other related definitions; 
 

(2) ���u���v�����š�Z���������(�]�v�]�š�]�}�v���}�(���^�‰�Z���Œ�u�����Ç�������v���(�]�š���u���v���P���Œ�V�_ 
 

(3) Amend the duties of pharmacy benefit managers (PBMs); 
 

(4) Establish business practices and transparency reporting requirements for PBMs; 
 

(5) Establish program 340B program integrity requirements; and  
 

(6) Increase penalties for violations of the PBM law. 
 

By way of background, �t�,���,���[�•  serves 25% of the West Hawaii community and 80% of our 
patients have incomes less than 200% of the federal poverty guidelines.  WHCHC services a rural and 
underserved population and our mission is � t̂o make integrated health services accessible to all who 
pass through our doors regardless of their ability to pay.�_  
.
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The federal 340B Drug Pricing Program (340B Program) provides eligible health care providers, 
such as WHCHC, the ability to purchase outpatient drugs for patients at significantly reduced costs.  By 
purchasing medications at a much lower cost, WHCHC is able to pass the savings on to its patients 
through reduced drug prices. The discounts provided in the Program are financed by the drug 
manufacturers, not the government. 

In recent years, a growing number of outside organizations called PBMs have figured out how to 
access 340B savings that should be going to �^�ï�ð�ì�������}�À���Œ���������v�š�]�š�]���•�_���•�µ���Z�����•�����}�u�u�µ�v�]�š�Ç���Z�����o�š�Z�������v�š���Œ�•, 
���Z�]�o���Œ���v�[�•���Z�}�•�‰�]�š���o�•�U���Z���u�}�‰�Z�]�o�]�����š�Œ�����š�u���v�š�������v�š���Œ�•�U�����Œ�]�š�]�����o�����������•�•���Z�}�•�‰�]�š���o�•���~�����,�•�•�U��sole community 
hospitals (SCHs), rural referral centers (RRCs) and public and nonprofit disproportionate share hospitals 
(DSHs).   Among other things, PBMs have structured their contracts with 340B covered entities to 
retain part or all of the 340B savings. Examples of this include: 

 
�{ A PBM determines of fers lower reimbursement to the 340B covered entity than 

other retail pharmacies; 
 

�{ A PBM gets a larger percentage of the "spread" between the amount the PBM charges 
to a plan sponsor and the amount the PBM pays to a 304B covered entity when 
compared to �š�Z�����^�•�‰�Œ�������_��between what it charges to a plan sponsor and what it pays 
to another pharmacy that is not a 340B covered entity, including the PBM owned or  
affiliated pharmacies; and 

 
�{ A PBM or its authorized claims processor charges a higher fee for the 340B drugs (more 

than is justified by higher administrative costs) on the grounds that the 340B covered 
entity is paying less for these drugs. 

 
The practices of PBMs have had an enormous impact on limited State resources as well.  In late 

2018, the Ohio State Department of Medicaid required its five managed care plans to terminate 
contracts with PBMs after the State Auditor found that PBMs had been skimming hundreds of millions 
of dollars from the Ohio Medicaid Program through previously-hidden spread pricing tactics. 

 
WHCHC notes that many of the concepts in this bill mirror laws in other states which have 

specifically included statutory protections for the 340B Program.  These states include Oregon, 
Montana, and South Dakota. 

 
Because of this, WHCHC strongly supports all legislative efforts to protect the 340B Program, 

including House Bill No. 2712.   
To further strengthen these protections, we recommend that the bill be amended to (a) 

consistently use the reference of �^�ï�ð�ì�������}�À���Œ���������v�š�]�š�Ç�_��as defined under lines 17 and 18, paragraph 1 
of section 2; and (2) remove paragraph 2, section 2, in its entirety to avoid the introduction of a conflict 
between the �^�ï�ð�ì�������}�À���Œ���������v�š�]�š�Ç�_�������(�]�v�]�š�]�}�v�����v�����š�Z�������Æ�]�•�š�]�v�P���^���}�À���Œ���������v�š�]�š�Ç�_�������(�]�v�]�š�]�}�v��under the 
Statutes.
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Specifically, under sections 2 and 3 of House Bill No. 2712 (beginning with line 19, page 4, and 

ending with line 21, page 21), we ask that a phrase � 3̂40B�_���������������������]�v���(�Œ�}�v�š���}�(�����o�o���Œ���(���Œ���v��es of � ĉovered 
entity �U�_���•�µ���Z���š�Z���š���š�}�P���š�Z���Œ���š�Z���Ç�����Œ�����•�‰�����]�(�]���������•���^340B covered entity .  

 
In addition, we ask the following language be deleted in its entirety: 

 
 
Lastly, we ask that the paragraph 3. (line 18, page 4) be renumbered as paragraph 2. 

 
Thank you for the opportunity to testify.  Should you have any questions, please do not hesitate 

to contact Richard Taaffe, CEO West Hawaii Community Health Center, at 808-756-5255. 

2. By amending the definition of � ĉovered entity �_ to 
read:  
�^�Ĉovered entity �_ means:  
 
(1)  A health benefits plan regulated under chapter 87A; 

health insurer regulated under article lOA of 
chapter 431; mutual benefit society regulated under  
article 1 of chapter 432; or health maintenance 
organization regulated under chapt er 432D; provided 
that a � ĉovered entity �_ under this paragraph shall 
not  include a health maintenance organization 
regulated under chapter 432]D that owns or manages 
its own pharmacies;  

(2)  A health program administered by the State in the 
capacity of a provid er of health coverage; or  

(3)  An employer, labor union, or other group of persons 
organized in the State that provides health 
coverage to covered persons employed or residing in 
the State  [ - ] ; and  

(4)  The same as it means in section 2566 (a) (4) of 
title 42 of th e United States Code.  
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Comments:  

I am writing to you on behalf of Foodland Pharmacies in support of S3095, which would 
help control drug costs in Hawaii, provide greater protections for most vulnerable 
patients regarding their prescription drug benefits programs, and provide greater 
oversight over the pharmacy benefit managers (PBMs) that administer those benefits. 

To protect local businesses and patient access to vital Pharmacy services, we 
respectfully request your support SB3095. 

Thank you, 

Ashok Kota 

Director of Pharmacy 

Foodland 
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Comments:  
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Tes�Ÿmony to the Senate Commi�©ee on Commerce, Consumer  

Protec�Ÿon and Health  

Wednesday, February 19, 2020; 9:00 AM 
State Capitol, Conference Room 229 

RE:  SENATE NO. 3095, RELATING TO PHARMACY BENEFIT MANAGERS 
��

Chair��Baker��and��Members��of��the��Commi�©ee:��
��
The����L��na’i��Community��Health��Center��(LCHC)��is��a��501(c)(3)��organiza�Ÿon��and��a��federal-
ly��qualiÞed��health��center��(FQHC)��established��to��provide��comprehensive��primary��care,��
specialty��care,��emergency��care,��other��health��and��wellness��services��to��the��residents��of��
the��Lana’i.����LCHC��SUPPORTS Senate��Bill��No.��3095,��RELATING��TO��PHARMACY��BENEFIT��
MANAGERS,��and��o�+ers��PROPOSED AMENDMENTS for��your��considera�Ÿon.��
��
The��bill,��as��received��by��your��Commi�©ee,��would:��

�x�� Establish��a��class��of��eligible��community��health��care��providers��as��“340B��covered��
en�Ÿty”;��

�x�� Add��ten��new��deÞni�Ÿons��to��be��appropriately��inserted��to��Sec�Ÿon��431S-1,��Ha-
waii��Revised��Statutes;��

�x�� Amend��the��deÞni�Ÿon��of��“pharmacy��beneÞt��manager;”��
�x�� Amend��the��du�Ÿes��of��pharmacy��beneÞt��managers��(PBMs);��
�x�� Establish��business��prac�Ÿces��and��transparency��repor�Ÿng��requirements��for��

PBMs;��
�x�� Establish��340B��program��integrity��requirements;��and����
�x�� Increase��penal�Ÿes��for��viola�Ÿons��of��the��PBM��law.��

��

Phone: 808-565-6919 
 Fax: 808-565-9111 

dshaw@lanaicommunityhealthcenter.org 

The Community is our Patient –- men, women, children, uninsured, insured! 



By��way��of��background,��LCHC’s��mission��is��to��provide��accessible��and��a�+ordable��medical��and��tradi�Ÿonal��healing��
services��with��aloha,��to��o�+er��health��career��training��to��ensure��a��be�©er��future��for��our��communi�Ÿes,��and��to��use��
leading��edge��technology��to��deliver��the��highest��quality��health��care��services.����LCHC��provides��desperately��
needed��health��care��services��at��the��frontlines��in��rural��and��underserved��communi�Ÿes.��
��
The��federal��340B��Drug��Pricing��Program��(the��“Program”)��provides��eligible��health��care��providers,��such��as��LCHC��
the��ability��to��purchase��outpa�Ÿent��drugs��for��pa�Ÿents��at��signiÞcantly��reduced��costs.����By��purchasing��medica-
�Ÿons��at��a��much��lower��cost,��LCHC��is��able��to��pass��the��savings��on��to��its��pa�Ÿents��through��reduced��drug��prices��
and��the��expansion��of��access��and��service��to��underserved��popula�Ÿons.��The��discounts��provided��in��the��Program��
are��Þnanced��by��the��drug��manufacturers,��not��the��government.��

In��recent��years,��a��growing��number��of��outside��organiza�Ÿons��called��PBMs��have��determined��how��to��access��the��
340B��savings��intended��to��accrue��to��the��beneÞt��of��“340B��covered��en�Ÿ�Ÿes”��such��as��community��health��cen-
ters,��children’s��hospitals,��hemophilia��treatment��centers,��cri�Ÿcal��access��hospitals��(CAHs),��sole��community��
hospitals��(SCHs),��rural��referral��centers��(RRCs)��and��public��and��nonproÞt��dispropor�Ÿonate��share��hospitals��
(DSHs).������Among��other��things,��PBMs��have��structured��their��contracts��with��340B��covered��en�Ÿ�Ÿes��to��retain��part��
or��all��of��the��340B��savings.��
��
The��prac�Ÿces��of��PBMs��have��had��an��enormous��impact��on��limited��State��resources��as��well.����In��late��2018,��the��
Ohio��State��Department��of��Medicaid��required��its��Þve��managed��care��plans��to��terminate��contracts��with��PBMs��
a�Ler��the��State��Auditor��found��that��PBMs��had��been��skimming��hundreds��of��millions��of��dollars��from��the��Ohio��
Medicaid��Program��through��previously-hidden��spread��pricing��tac�Ÿcs.��
��
LCHC��notes��that��many��of��the��concepts��in��this��bill��mirror��laws��in��other��states��which��have��speciÞcally��included��
statutory��protec�Ÿons��for��the��340B��Program.����These��states��include��Oregon,��Montana,��and��South��Dakota.��
��
Because of this, LCHC strongly supports all legisla�Ÿve e�+orts to increase the transparency of the business 
prac�Ÿces of PBMs, and to protect and preserve the beneÞts the federal 340B Program, including Senate 
Bill No. 3095. 
 
To��further��strengthen��these��protec�Ÿons,��we��recommend��that��the��bill��be��amended��as��follows:����
 
(1) Consistently use the term “340B��covered��en�Ÿty” as deÞned on Page 4, lines 17 and 18, by inser�Ÿng the 
word “340B” in front of all references of a 340B covered en�Ÿty or its contract pharmacy as “covered��en�Ÿty” 
star�Ÿng from Page 4, line 19, and ending with Page 12, line 21, such that together they are referred to as “340B��
covered��en�Ÿty.”��
 
(2) Delete paragraph (b) (2) on Page 12, line 11 to line 13, in its en�Ÿrety and replace it with the following paragraph 
(b) (2): 
��

(2) Not subject to disclosure under chapter 92F; provided 
that the Insurance Commissioner may publicly release aggre-
gated or deidentified information from such reports that 
does not allow identification of any individual pharmacy 
benefit manager and would not cause competitive harm to the 
pharmacy benefit manager who submitted it. 

��
��



(3) To amend the deÞni�Ÿon of “Covered Entity ” on Page 6, lines 18 through Page 7, line 17 as follows  
��
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��
Mahalo,��

��
��
��
��

Diana��M��V��Shaw,��PhD,��MPH,��MBA,��FACMPE��
Execu�Ÿve��Director��
L��na'i��Community��Health��Center��
L��na'i��City��
��
��
��
��
��
��

(4)  On page 4, lines 17 and 18, and page 7, lines 13 and 14, the bill refers to sec�Ÿon 2556(a)(4) of �Ÿtle 42 of the U(4)  On page 4, lines 17 and 18, and page 7, lines 13 and 14, the bill refers to sec�Ÿon 2556(a)(4) of �Ÿtle 42 of the Un
States Code.  We believe the appropriate reference is sec�Ÿon 256(a)(4) of �Ÿtle 42 of the United States code. 
Thank��you��for��the��opportunity��to��tes�Ÿfy.����Should��you��have��any��ques�Ÿons,��please��do��not��hesitate��to��contact��me����at��80
6919,��or��email��dshaw@lanaihealth.org.��

 ““Covered entity” means: 
 
1. A health benefits plan regulated under chapter 87A; 

health insurer regulated under article lOA of chapter 
431; mutual benefit society regulated under ��article 1 
of chapter 432; or health maintenance organization 
regulated under chapter 432D; provided that a 
“covered entity” under this paragraph shall not in-
clude a health maintenance organization regulated un-
der chapter 432D that owns or manages its own pharma-
cies; 

2. A health program administered by the State in the ca-
pacity of a provider of health coverage; or 

3. An employer, labor union, or other group of persons 
organized in the State that provides health coverage 
to covered persons employed or residing in the State ��
[.] ; and 

4. The same as it means in section 2566 (a) (4) of title 
42 of the United States Code. 

“Covered entity” shall not include any employer who man-
ages a self-insured plan for their employees or any 
plans issued for covered for federal employees or speci-
fied disease or limited benefit health insurance as pro-
vided by section 431:10A 607.”  
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Testimony to the Senate Committee on  

Commerce, Consumer Protection and Health  

Wednesday , February 19, 2020; 
9:00 AM  

State Capitol,  Conference  
Room 229 

RE: SENATE NO. 3095, RELATING TO PHARMACY BENEFIT MANAGERS. 
 

Chair Baker and Members of the Committee: 
 

Bay Clinic, Inc. (BCI) is a 501(c)(3) organization and a federally qualified health 
center (FQHC) established to provide comprehensive primary care, specialty care, 
emergency care, other health and wellness services to the residents of Hilo, Puna 
and �<��	R�» Districts, Hawai	Ri Island. BCI SUPPORTS Senate Bill No. 3095, RELATING TO 
PHARMACY BENEFIT MANAGERS, and offers PROPOSED AMENDMENTS for your 
consideration. 

 
The bill, as received by your Committee, would: 

 
(1) Establish a class of eligible community health care providers as � 3̂40B 

covered entity�_; 
 

(2) Add ten new definitions to be appropriately inserted to Section 431S-
1, Hawaii Revised Statutes; 

 
(3) Amend �š�Z���������(�]�v�]�š�]�}�v���}�(���^�‰�Z���Œ�u�����Ç�������v���(�]�š���u���v���P���Œ�V�_ 

 
(4) Amend the duties of pharmacy benefit managers (PBMs); 

 
(5) Establish business practices and transparency reporting requirements 

for PBMs; 
 

(6) Establish 340B program integrity requirements; and  
 

(7) Increase penalties for violations of the PBM law. 
 



 

Testimony on Senate Bill No. 3095 
Wednesday, February 19, 2020; 9:00 AM 
Page 2 

By way of background, BCI�[�•��mission is to provide accessible and affordable medical and 
traditional healing services with aloha, to offer health career training to ensure a better future for our 
communities, and to use leading edge technology to deliver the highest quality health care services.  
BCI provides desperately needed health care services at the frontlines in rural and underserved 
communities. 

 
�d�Z�����(�������Œ���o���ï�ð�ì�������Œ�µ�P���W�Œ�]���]�v�P���W�Œ�}�P�Œ���u���~�š�Z�����^�W�Œ�}�P�Œ���u�_�•���‰�Œ�}�À�]�����•�����o�]�P�]���o�����Z�����o�š�Z�������Œ�����‰�Œ�}�À�]�����Œ�•�U��

such as BCI, the ability to purchase outpatient drugs for patients at significantly reduced costs.  By 
purchasing medications at a much lower cost, BCI is able to pass the savings on to its patients through 
reduced drug prices and the expansion of access and service to underserved populations. The 
discounts provided in the Program are financed by the drug manufacturers, not the government. 

In recent years, a growing number of outside organizations called PBMs have determined how to 
access the 340B savings intende�����š�}���������Œ�µ�����š�}���š�Z���������v���(�]�š���}�(���^�ï�ð�ì�������}�À���Œ���������v�š�]�š�]���•�_���•�µ���Z�����•��
���}�u�u�µ�v�]�š�Ç���Z�����o�š�Z�������v�š���Œ�•�U�����Z�]�o���Œ���v�[�•���Z�}�•�‰�]�š���o�•�U���Z���u�}�‰�Z�]�o�]�����š�Œ�����š�u���v�š�������v�š���Œ�•�U�����Œ�]�š�]�����o�����������•�•���Z�}�•�‰�]�š���o�•��
(CAHs), sole community hospitals (SCHs), rural referral centers (RRCs) and public and nonprofit 
disproportionate share hospitals (DSHs).   Among other things, PBMs have structured their contracts 
with 340B covered entities to retain part or all of the 340B savings. 

 
The practices of PBMs have had an enormous impact on limited State resources as well.  In late 

2018, the Ohio State Department of Medicaid required its five managed care plans to terminate 
contracts with PBMs after the State Auditor found that PBMs had been skimming hundreds of millions 
of dollars from the Ohio Medicaid Program through previously-hidden spread pricing tactics. 

 
BCI notes that many of the concepts in this bill mirror laws in other states which have specifically 

included statutory protections for the 340B Program.  These states include Oregon, Montana, and 
South Dakota. 

 
Because of this, BCI strongly supports all legislative efforts to increase the transparency of the 

business practices of PBMs, and to protect and preserve the benefits the federal 340B Program, 
including Senate Bill No. 3095. 

 
To further strengthen these protections, we recommend that the bill be amended as follows:  
 
(1) Consistently use the term � 3̂40B covered entity �_ as defined on Page 4, lines 17 and 

18, by inserting the word � 3̂40B�_ in front of all references of a 340B covered entity or its contract pharmacy 
as � ĉovered entity �_ starting from Page 4, line 19, and ending with Page 12, line 21, such that together 
�š�Z���Ç�����Œ�����Œ���(���Œ�Œ�������š�}�����•���^340B covered entity . �_ 

 
(2) Delete paragraph (b) (2) on Page 12, line 11 to line 13, in its entirety and replace it with the following 

paragraph (b) (2): 
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�~�ï�•���d�}�����u���v�����š�Z���������(�]�v�]�š�]�}�v���}�(���^Covered Entity �_���}�v���W���P�����ò�U���o�]�v���•���í�ô���š�Z�Œ�}�µ�P�Z���W���P�����ó�U���o�]�v�����í�ó��

as follows: 

(4)  On page 4, lines 17 and 18, and page 7, lines 13 and 14, the bill refers to section 2556(a)(4) 
of title 42 of the United States Code.  We believe the appropriate reference is section 256(a)(4) of title 
42 of the United States code. 

Thank you for the opportunity to testify.  Should you have any questions, please do not hesitate to contact 
C. Kimo Alameda, at 808-345-9280, or email Christian.Alameda@bayclinic.org .

(2) Not subject to disclosure under chapter 92F; 
provided that the Insurance Commissioner may publicly 
release aggregated or deidentified information from such 
reports that does not allow i dentification of any 
individual pharmacy benefit manager and would not cause 
competitive harm to the pharmacy benefit manager who 
submitted it.  
  

 �^�Ĉovered entity �_ means:  
 
(1)  A health benefits plan regulated under chapter 87A;  

health insurer regulated under article lOA of 
chapter 431; mutual benefit society regulated under  
article 1 of chapter 432;  or health maintenance 
organization regulated under chapter 432D; provided 
that a � ĉovered entity �_ under this paragraph shall 
not include a health maintenance organization 
regulated under chapter 432D that owns or manages 
its own pharmacies;  

(2)  A health program administered by the State in the 
capacity of a provider  of health coverage; or  

(3)  An employer, labor union, or other group of persons 
organized in the State that provides health 
coverage to covered persons employed or residing in 
the State  [ . ] ; and  

(4)   The same as it means in section 256 6 (a) (4) of 
title 42 of the United States Code.  
� Ĉovered entity �_ shall not include any employer who 
manages a self - insured plan  for their employees or  any 
plans issued for covered for federal employees or 
specified disease or limited benefit health insurance as 
provided by section 431:10A 607. �_  
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Submitted on: 2/14/2020 11:07:17 PM 
Testimony for CPH on 2/19/2020 9:00:00 AM 
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Present at 
Hearing  

Ronald Taniguchi, 
Pharm.D. 

Individual Support No 

 
 
Comments:  



SB-3095 
Submitted on: 2/17/2020 2:03:10 PM 
Testimony for CPH on 2/19/2020 9:00:00 AM 

Submitted By  Organization  Testifier 
Position  

Present at 
Hearing  

Rynette Keen Individual Support No 
 
 
Comments:  

Aloha mai Kakou: 

I am writing to you to request that you support SB3095, which would ensure the 
community health system remains financially viable in the face of healthcare value 
transformation; ensures access to quality and affordable prescription drugs by 
vulnerable populations served by community health centers, special needs clinics and 
other nonprofit healthcare entities covered by the federal 340B pharmacy program. 

As a person that receives Social Security Disability I know how are it can be when you 
have to choose between paying your rent, eating, and buying your medications. It is 
hard enough not just survive in our beloved islands without having to make such difficult 
choices. I ask you to vote in favor of this measure, SB3095, for the benefit of our 
vulnerable population. 

Mahalo Nui Loa for your time and consideration. 

Rynette K. Keen, AA, BSW Student 

Myron B. Thompson School of Social Work 

University of Hawaii - Manoa DE 
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Submitted By  Organization  Testifier 
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Present at 
Hearing  

Derek Tengan Individual Support No 
 
 
Comments:  

Senator Rosalyn H. Baker, Chair 

Senator Stanley Chang, Vice Chair 

Senate Committee on Commerce, Consumer Protection, and Health 

  

Derek Tengan 

5 Minute Pharmacy 

916 Gulick Ave. Suite A 

Honolulu, HI 96819 

  

Tuesday 2/18/2020 

  

Support for SB3095 relating to 340B Covered Entities and Pharmacy Benefit Managers. 

  

340B Covered Entities (CE) and Contract Pharmacies (CP) play a critical role in 
delivering medications to the less fortunate in Hawaii. It is only reasonable that these 
C�(�¶�V���D�Q�G���&�3�¶�V���D�U�H���U�H�L�P�E�X�U�V�H�G���D�W���W�K�H���V�D�P�H���U�D�W�H�V���D�V���R�W�K�H�U���Q�R�Q-340B pharmacies. The 
benefits from the 340B program extend beyond the patients receiving medications as 
the revenue generated by this program goes back to the Covered Entity to help more 
people. 

In addition, this bill can have an immediate impact on patients by not allowing patients 
�S�D�\���P�R�U�H���W�K�D�Q���W�K�H���F�R�V�W���R�I���W�K�H���G�U�X�J���L�I���W�K�H���S�D�W�L�H�Q�W���G�L�G�Q�¶�W���X�V�H���W�K�H���3�%�0�����&�X�U�U�H�Q�W�O�\���W�K�H�U�H���L�V���D��



gag order in place with the pharmacies that prevent us from discussing such options 
with our patients. It is sad because we see these patients, we know many of them by 
�Q�D�P�H���D�Q�G���Z�D�Q�W���W�R���K�H�O�S���W�K�H�P���E�X�W���E�H�F�D�X�V�H���R�I���W�K�H���S�U�D�F�W�L�F�H�V���R�I���3�%�0�¶�V���R�X�U���K�D�Q�G�V���D�U�H���W�L�H�G�� 

By approving SB3095 Hawaii would be joining one of many states that see the need to 
�L�P�S�U�R�Y�H���W�U�D�Q�V�S�D�U�H�Q�F�\���Z�L�W�K���3�%�0�¶�V���E�H�F�D�X�V�H���L�W���L�P�S�U�R�Y�H�V���W�K�H���O�L�Y�H�V���R�I���S�D�W�L�H�Q�W�V�����:�H���D�U�H��
�D�Z�D�U�H���W�K�D�W���+�D�Z�D�L�L�¶�V���S�R�S�X�O�D�W�L�R�Q���L�V���D�J�L�Q�J���D�Q�G���Z�L�W�K���L�Q�F�U�H�D�V�H�G���D�J�H���F�R�P�H�V���Q�H�H�G���I�R�U���P�R�U�H��
medical attention and medications. This bill will increase transparency in the drug 
pric�L�Q�J���P�D�U�N�H�W���D�Q�G���Z�L�O�O���K�H�O�S���G�H�F�U�H�D�V�H���W�K�H���F�R�V�W�V���R�I���P�H�G�L�F�L�Q�H�V���W�R���+�D�Z�D�L�L�¶�V���U�H�V�L�G�H�Q�F�H�� 

  

Please support bills SB3095. 

  

 



 
 
 
 
 
 
 
 

Testimony to the Senate Committee on 
Commerce, Consumer Protection and Health  
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RE: SENATE NO. 3095, RELATING TO PHARMACY BENEFIT MANAGERS. 
 
 

Chair Baker and Members of the Committee: 
 

The ���}�u�u�µ�v�]�š�Ç�����o�]�v�]�����}�(���D���µ�]�U���/�v���X�U�����������D���o���u�����/���<�����K�o�����,�����o�š�Z�������v�š���Œ���~�����D�•, is a 501(c)(3) 
organization and a federally qualified health center (FQHC) established to provide comprehensive 
primary care, specialty care, emergency care, other health and wellness services to the residents of the 
Waianae Coast and West Oahu.  CCM SUPPORTS Senate Bill No. 3095, RELATING TO PHARMACY 
BENEFIT MANAGERS, and offers PROPOSED AMENDMENTS for your consideration. 

 
The bill, as received by your Committee, would: 

 
(1) Establish a class of eligible community health care providers individually as a � 3̂40B 

covered entity�_; 
 

(2) Add ten new definitions to be appropriately inserted to Section 431S-1, Hawaii Revised 
Statutes; 

 
(3) Amend the �����(�]�v�]�š�]�}�v���}�(���^�‰�Z���Œ�u�����Ç�������v���(�]�š���u���v���P���Œ�V�_ 

 
(4) Amend the duties of pharmacy benefit managers (PBMs); 

 
(5) Establish business practices and transparency reporting requirements for PBMs; 

 
(6) Establish 340B program integrity requirements; and  

 
(7) Increase penalties for violations of the PBM law. 
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By way of background, CCM�[�• mission is to provide culturally sensitive, coordinated primary 
�����Œ�����•���Œ�À�]�����•���}�v���D���µ�]�����u�‰�Z���•�]�Ì�]�v�P�������µ�����š�]�}�v�U���‰�Œ���À���v�š�]�}�v�U�����v���������À�}�������Ç�U���Œ���P���Œ���o���•�•���}�(���}�v���[�•�������]�o�]�š�Ç���š�}��
pay at the time of service.  CCM is committed to ensuring that every man, woman, and child on Maui 
has access to the highest quality health care, regardless of his or her insurance status CCM provides 
desperately needed health care services at the frontlines in rural and underserved communities. 

 
�d�Z�����(�������Œ���o���ï�ð�ì�������Œ�µ�P���W�Œ�]���]�v�P���W�Œ�}�P�Œ���u���~�š�Z�����^�W�Œ�}�P�Œ���u�_�•���‰�Œ�}�À�]�����•�����o�]�P�]���o�����Z�����o�š�Z�������Œ�����‰�Œ�}�À�]�����Œ�•�U��

such as CCM, the ability to purchase outpatient drugs for patients at significantly reduced costs.  By 
purchasing medications at a much lower cost, CCM is able to pass the savings on to its patients through 
reduced drug prices and the expansion of access and service to underserved populations.  The 
discounts provided in the Program are financed by the drug manufacturers, not the government. CCM 
uses 340B Program savings to cover the costs of specific dental, radiology, and laboratory services on 
site and by referral for patients who would otherwise not be able to afford them.   

In recent years, a growing number of outside organizations called PBMs have determined how to 
���������•�•���š�Z�����ï�ð�ì�����•���À�]�v�P�•���]�v�š���v���������š�}���������Œ�µ�����š�}���š�Z���������v���(�]�š���}�(���^�ï�ð�ì�������}�À���Œ���������v�š�]�š�]���•�_���•�µ���Z�����•��
���}�u�u�µ�v�]�š�Ç���Z�����o�š�Z�������v�š���Œ�•�U�����Z�]�o���Œ���v�[�•���Z�}�•�‰�]�š���o�•�U���Z���u�}�‰�Z�]�o�]�����š�Œ�����š�u���v�š�������v�š���Œ�•�U�����Œ�]�š�]�����o�����������•�•���Z�}�•�‰�]�š���o�•��
(CAHs), sole community hospitals (SCHs), rural referral centers (RRCs) and public and nonprofit 
disproportionate share hospitals (DSHs).   Among other things, PBMs have structured their contracts 
with 340B covered entities to retain part or all of the 340B savings. 

 
The practices of PBMs have had an enormous impact on limited state resources as well.  In late 

2018, the Ohio State Department of Medicaid required its five managed care plans to terminate 
contracts with PBMs after the State Auditor found that PBMs had been skimming hundreds of millions 
of dollars from the Ohio Medicaid Program through previously-hidden spread pricing tactics. 

 
CCM notes that many of the concepts in this bill mirror laws in other states which have specifically 

included statutory protections for the 340B Program.  These states include Oregon, Montana, and 
South Dakota. 

 
Because of this, CCM strongly supports all legislative efforts to increase the transparency of 

the business practices of PBMs, and to protect and preserve the benefits the federal 340B Program, 
including Senate Bill No. 3095. 

 
To further strengthen these protections, we recommend that the bill be amended as follows:  
 
(1) Consistently use the term � 3̂40B covered entity �_ as defined on Page 4, lines 17 and 

18, by inserting the word � 3̂40B�_ in front of all references of a 340B covered entity or its contract pharmacy 
as � ĉovered entity �_ starting from Page 4, line 19, and ending with Page 12, line 21, such that together 
they a�Œ�����Œ���(���Œ�Œ�������š�}�����•���^340B covered entity . �_ 

 
(2) Delete paragraph (b) (2) on Page 12, line 11 to line 13, in its entirety and replace it with the following 

paragraph (b) (2): 
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as follows: 

(4)  On page 4, lines 17 and 18, and page 7, lines 13 and 14, the bill refers to section 2556(a)(4) 
of title 42 of the United States Code.  We believe the appropriate reference is section 256(a)(4) of title 
42 of the United States code. 

Thank you for the opportunity to testify.  Should you have any questions, please do not hesitate to contact 
B.J. Ott, CEO, at 808-872-4018, or email bj@ccmaui.org. 
 

 

(2) Not subject to disclosure under chapter 92F; 
provided that the Insurance Commissioner may publicly 
release aggregated or deidentified information from such 
reports that does n ot allow identification of any 
individual pharmacy benefit manager and would not cause 
competitive harm to the pharmacy benefit manager who 
submitted it.  
  

 �^�Ĉovered entity �_ means:  
 
(1)  A health benefits plan regulated under chapter 87A; 

health insurer regulated under article lOA of 
chapter 431; mutual benefit society regulated under  
article 1 of chapter 432; or health maintenance 
organization regulated under chapter 432D; provided 
that a � ĉovered entity �_ under this paragraph shall 
not include a health maintenance organization 
regulated under chapter 432D that owns or manages 
its own pharmacies;  

(2)  A health program administered by the State in the 
capacity of a provider of health coverage; or  

(3)  An employer, labor union, or other group of persons 
organized in the State that provides health 
coverage to covere d persons employed or residing in 
the State  [ . ] ; and  

(4)   The same as it means in section 2566 (a) (4) of 
title 42 of the United States Code.  
� Ĉovered entity �_ shall not include any employer who 
manages a self - insured plan for their employees or  any 
plans issued for covered for federal employees or 
specified disease or limited benefit health ins urance as 
provided by section 431:10A 607. �_  
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Senator Rosalyn H. Baker, Chair 

Senator Stanley Chang, Vice Chair 

Senate Committee on Commerce, Consumer Protection, and Health 

  

Joo Kim 

5 Minute Pharmacy 

916 Gulick Ave. Suite A 

Honolulu, HI 96819 

  

Tuesday 2/18/2020 

  

Support for SB3095 relating to Pharmacy Benefit Managers and 340B pharmacies.  

  

340B Pharmacies are very important to the health and wellbeing of the people of 
Hawaii.  We should protect 340B pharmacies and all independent pharmacies as well.  

This bill does both by protecting reimbursements for 340B pharmacies and increasing 
transparency within the Pharmacy Benefit Managers.  This can help save the people of 
Hawaii money by preventing the Pharmacy Benefit Managers from charging health 
plans and patients copays that are more expensive than the price of the 
medications.  �+�L�G�L�Q�J���U�H�E�D�W�H�V���I�U�R�P���G�U�X�J���P�D�Q�X�I�D�F�W�X�U�H�U�V���V�R���W�K�H���3�%�0�¶�V���D�U�H���Q�R�W���L�Q�F�H�Q�W�L�Y�L�]�H�G��
to promote more expensive medications.  It will also allow the insurers to know how 



much the rebates were from the manufactures and this money can go back to serving 
the patients instead of lining the pockets of the Pharmacy Benefit Managers. 

Please support bills SB3095. 
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Aili Hallstone, PharmD, Director of Pharmacy from Waianae Coast Comprehensive 
Health Center, Strongly Supports SB 3095 WITH AMENDMENTS 
 
Aloha Chair Baker, Vice Chair Chang, and Respected Members of the Committee 
 
As Federally Qualified Health Center not-for-profit pharmacies, we at Waianae and 
Kapolei Professional Pharmacy provide a number of free services to our community 
thanks to the Section 340B of the Public Health Service Act. These services include 
compliance blister packaging, self-monitoring blood pressure programs, and medication 
adherence programs, to name a few. The 340B program also allows our parent health 
center, Waianae Coast Comprehensive Health Center (WCCHC), to incorporate care 
coordination of our high risk patients, community wellness programs, preventive health 
programs, outreach, transportation, and health education as part of the patient care 
services for our community.  This act requires pharmaceutical manufacturers participating 
in Medicaid to sell outpatient drugs at discounted prices to health care organizations that 
care for many uninsured and low-income patients. These organizations include 
�F�R�P�P�X�Q�L�W�\�� �K�H�D�O�W�K�� �F�H�Q�W�H�U�V���� �F�K�L�O�G�U�H�Q�¶�V�� �K�R�V�S�L�W�D�O�V���� �K�H�P�R�S�K�L�O�L�D�� �W�U�H�D�W�P�H�Q�W�� �F�H�Q�W�H�U�V���� �F�U�L�W�L�F�D�O��
access hospitals (CAHs), sole community hospitals (SCHs), rural referral centers (RRCs), 
and public and nonprofit disproportionate share hospitals (DSH) that serve low-income 
and indigent populations. The program allows 340B covered entities to stretch limited 
federal resources to reduce the price of outpatient pharmaceuticals for patients and 
expand health services to the patients and communities they serve. These entities use 
340B savings to provide free care for uninsured patients, offer free vaccines, provide 
services in mental health clinics, and implement medication management and community 
health programs. 
 
According to the Health Resources and Services Administration (HRSA), which is 
responsible for administering the 340B program, enrolled hospitals and other covered 
entities can achieve significant savings in pharmaceutical purchases. Despite increased 
�R�Y�H�U�V�L�J�K�W�� �I�U�R�P�� �+�5�6�$�� �D�Q�G�� �W�K�H�� �S�U�R�J�U�D�P�¶�V�� �S�U�R�Y�H�Q�� �U�H�F�R�U�G�� �R�I�� �G�H�F�U�H�D�V�L�Q�J�� �J�R�Y�H�U�Q�P�H�Q�W��
spending and expanding access to patient care, some want to scale it back or significantly 
reduce the benefits that eligible entities and their patients receive from the program.  
PBMs are among those who want to reduce the benefits to the people of the communities 
we serve and instead keep those monies for their own for-profit sector. 
 
As of late, we have been targeted by various PBMs to identify ourselves as 340B 
pharmacies and thus been given a reimbursement rate schedule that is different from 
non-340B pharmacies.  At times with these lower reimbursement rates, and even with 
340B pricing, we would be reimbursed below the cost of acquiring certain medications.  



So much so that we would be unable to continue to provide free services to our 
community. 
 
The intent of this bill is to protect the integrity of the 340B program to continue to assist 
the at-risk populations that 340B covered entities serve.  If PBMs continue to threaten the 
livelihood of this program our at-risk populations will not have safe havens to go to that 
provides them the health and overall well-being that they deserve. We hope the 
legislature recognizes that FQHCs like WCCHC are an important part of the State of 
�+�D�Z�D�L�L�¶�V���F�R�P�S�U�H�K�H�Q�V�L�Y�H���V�\�V�W�H�P���R�I���K�H�D�O�W�K���D�Q�G���D�U�H���F�U�L�W�L�F�D�O���V�D�I�H�W�\���Q�H�W���S�U�R�Y�L�G�H�U�V���W�K�D�W���S�U�R�Y�L�G�H��
desperately needed medical, dental, mental health, and other health and wellness 
services in underserved areas and to underserved populations.  By establishing 
requirements for PBMs, you are preserving community resources for community health 
and wellness in our island state including rural communities that are underserved.  We 
respectfully request that you support SB 3095 with amendments. 
  
Thank you for the opportunity to provide testimony on SB3095. 
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